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COST COMPONENTS AND PROXIES

FOR THE ECONOMIC FACTOR
Refer to Section 5.17(a)

LABOR 1.
COST COMPONENT: Non - physician Salaries. Physicians’ Salaries and Fees

SHARE COST CENTER: All Cost Centers for which employees salaries are reported; contracted
services in MSA, OBS, PED, PSA, ICU, CCU, NNI, NBN, EMR, CLN,
and OHS Cost Centers; physicians salaries and fees for all Cost Centers
except RSD; and. physicians fees for RSD Cost Centers.

PROXIES: BLS, Average Hourly Eamings for Nonsupervisory Hospital Workers, Northeast (97
percent in 1987, and no less than 94 percent in 1988 and 1989)
Percentage change in New Jersey contracted services hourly wage three percent in 1987,
six percent in 1988 and 1989. Labor proxies of future years will be adjusted downward to
reflect the actual 1988 and 1989 statewide proportion of contracted services if the actual
proportion is less than six percent. This treatment will continue for all rate years based on
the 1986 base year.

SOURCE: Bureau of Labor Statistics (BLS), Employment Cost Index New Jersey Department of
Health survey of contracted services labor costs for 1986 through 1988.

LABOR 2..

COST COMPONENT: intemns, Residents and Fellows

SHARE COST CENTER: Physicians’ salaries in RSD Cost Center

PROXIES: Percentage change in average stipend for house staff, Northeast Region, by number of
residents per post-graduate year for New Jersey hospitals.

SOURCE: Council of Teaching Hospitals and new Jersey Department of Higher Education

LABOR 3.
COST COMPONENT: Fringe Benefits
SHARE COST CENTER: Other Expense reported in PFB, LFB, and PEN Cost Centers

CATEGORY 1: FICA
Proxy: Percentage change in Social Security Tax Rate compounded by changes in sataries (95%).
Percentage change in Social Security Tax Rate compounded by change in Rate Base (5%).

SOURCE: U.S. Department of Health, Education and Welfare, Social Security Bulletin and BLS,
Average Hourly Wages-Hospital Workers (U.S.)

CATEGORY 2: Workman's Compensation
Proxy: Percentage change in Manual Rate compounded by percentage change in salaries.
SOURCE: New Jersey Compensation Rating and Inspection Bureau and BLS, Employment Cost Index

CATEGORY 3: Unemployment Insurance

PROXY: Percentage change in Disability Insurance Rate compounded by Rate Base (90%)
Percentage change in Disability Insurance Rate Compounded by Rate Base and salary
changes (10%).

SOURCE: New Jersey Department of Labor and Industry and BLS, Average Hourly Wages-Hospital

Workers (U.S.)
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SOURCE:

CATEGORY
PROXY:
SOURCE:

CATEGORY
PROXY:

SQURCE:
CATEGORY
PROXY:
SOURCE:
CATEGORY
PROXY:
SOURCE:

¢ OPLIES

.T COMPONENT:
TTHARE COST CENTER: Supply costs reported in PHY, RSD, A & G, FIS

1.3

4. Disability Insurance

PlLackwsrd & 197
T-1617

Percentage change in Qisability Insurince Rate compounded by

Base Rate (90%) Percentage change in Disability Insurance Rate
compounded by Rate Base and salary cranges (10%)

New Jersey Department of Labor and ‘ndustry and ELS, Average Hourly
Wages-Hospital Workers (U.S.)

5: Medical Insurance ‘

Percentage change in New Jersey Hospital Association group rate for
Blue Cross/Blue Shield basic hoespital and group major medical
premium rates.

New Jersey Hospital Association

6: Life Insurance

Percentage change for New Jersey Hospital Association group life
insurance premium rates

New Jersey Hospital Association

7: Pensions
ECI, Northeast
BLS, Employment Cost Index

8: Other Policy Fringe Benefits

ECI, Northeast
BLS, Employment Cost Index

I.
Office Supplies
, PCC, ECR,

and MRD Cost Centers

FROXIES: Prcducer Price Index: (PPI): 0915-C5 Office Supplies and Accessories
(33%)

PPI: - 0513-0131.09 Paper, Unwatermarked €ond, Mo.4 (57%)

SOURCE: BLS, Producer Pricz Index

SUPPLIES 2.

COST COMPONENT:

Raw Food

SHARE COST CENTER: Proportion of Supply Costs reported in DTY Cost Center

PROXIES:

SOURCE:

SUPPLIES 3.
COST COMPONENT:

Consumer Price Index (CPI): Food at home (50%) PPI: 02 less 029,0251
and 0262 Processed food less feeds, less alcoholic and non-alcoholic
beverages (50%)

BLS, Consumer Price Index and Producer Price Index

Other Dietary Supplies

SHARE COST CENTER: Proportion of Supply costs reported in DTY Cost Center

PROXTES: PPI. 0915-0333.03 Paper Goods, Hot Cups (24.07%)
PPI: 0722 Unsupported Plastic Film and Sheeting (12.03%) .
PPl: 1261 Dinnerware (35.98%)
PPI: 0671 Soap and Synthetic Detergent (27.92%)

SOURCE: BLS, Producer Price index
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PPPENDIX 1.3 I -16g

'PPLIES 4.
_UST COMPCHENT: Housekeasping Supplies -
T==GSHARE COST CENTER: Supply costs reported in EXP Cost Center
PROXIES: PPI: 0915-01 Sanitary Paper and Fealth Products (30%)
ppl: 0722 Unsupported Plastic Fiim and Sheeting (30%)
pPl: 0671 Soap and Synthetic Detergent (40%)
SOURCE: BLS, Producer Price Index

SUPPLIES 5.

COST COMPCHENT: Laundry and Linen Supplies

SHARE COST CENTER: Supply costs reported in L&L Cost Center

PROXIES: PPI: 0871 Soap and Synthetic Detergents (80%) CPI: Textile
House Furnishings (40%)

SOURCE: BLS, Producer Price Index and Consumer Price Index

SUPPLIES 6.
COST COMPONENT: Orugs
SHARE COST CENTER: Supply costs repnrted in °HM and ORU Cost Centers
PROXIES: PPI: 06235 Ethical (Pres. .ption) 9rugs (70%)

0636 Proprietary (over the courter) Orugs (30%)
SOURCE: BLS, Producer Price Index

SUPPLIES 7.

COST COMPONENT: Laboratory Supplies

SHARE COST CENTER: Supply costs reported in LAB and BBK Cost Centers

PROXIES: PPI: 138 Glass Containers (40%) PPI: 061 Industrial Chemicals (50%)
"OURCE: BLS, Producer Price Index

- SUPPLIES 8.
COST CCMPONENT: Radiology Supplies
SHARE COST CENTER: Supply cost reported in RAD Cost Center
PROXTES: PPI: 1542 Photeccraphic Supplies
SOURCE: BLS, Produce Prica Index

SUPPLIES 9.
COST COMPONENT: Medical/Surgical Supplies
SHARE COST CENTER: Supply costs reported in MSA, 08S, PED, PSY, ICU, CCU, NNI,
NBN, EMR, CLN, OHS, ANS, CSS, DEL, DIA, EDG, MSS, NMD, ORR,
O0PM, PHT, RSP, THR, AND CCA Cost Centers ,
PROXIES: CPI: Non-Prescription Medical Equipment and Supplies
SQURCE: BLS, Consumer Price Index
SUPPLIES 10. .
COST COMPQONENT: Repairs and Maintenance Supplies
SHARE COST CENTER: Supply costs reported in 0GS and PLT Cost Centers
PROXIES: CPI: Maintenance and Repairs, Commodities
SOURCE: BLS, Consumer Price Index UFF‘C‘AL
OTHER 1. Y -
COST COMPONENT: Repairs and Maintenance Services
SHARE COST CENTER: Other expenses and contracted service costs reported in 0GS
and PLT Cost Centers
PROXIES: CPI: Maintenance and Repairs, Services soheee T
—~0URCE: BLS, Consumer Price Index
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- APOENDIX 1. 3 T -1

CATEGORY 3: Business Service Equipment -
“0ST CENTER: Equipment costs reported in PHY, RSO, A&G, FIS, MRD, 0CG, rcC,
and EDR Cost Centers

_ PROXY: PPI: 1193 less 1193.06 Office and Stare Machines and Equipment less

Coin-Operated Vending Equipment P°1: 122 Commercial Furniture
SOURCE: BLS, Producer Prices Index, weighted by Relative Importance

CATEGORY 4: Diagnostic and Therapeutic Equipment

COST CEMTER: EMR, CLN, OHS and all Ancillary Cost Centers

PROXY: Percentage change in hospital equipment cost index

SOURCE: Hospital Equipment Cost Index, Marshall Valuation Service, Marshall
and Swift Publication Co.

OTHER 6.

COST COMPQONENT: Other Services

SHARE COST CENTER: Other expenses reported in all cost centers excent INT,
PLT, OGS, MAL, UTC, LFB, PFE, and PEN; other expenses in
A&XG Cost Center not classified above; contracted service
costs in Ancil. . .es, eaclusive of DEL, ORR, DTY, HKP, MRD,
PCC, EDR, A%G and FIS Cost Tanters.

PROXIES: Service less rent and medical care

SOQURCE: LS, Consumer Price Index
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Ccoromic Factor PBrexies

Please see files for examples of calc:laticns.

1. Labor .
Scurce - U.S. Bureau of lLabor Statistics (BLS), Average Hourly = Earnligs
of Hospital wWorkers (SIC 80€) ‘
Proxy = percent change in Average Hourly Earnings

2. Residents ’ '
Source - Avarage Residents' Salaries =y v Post Graduate Vear, Northeast Council
on Teaching Hospitals
Nummher Residenta by Post Graduate Year - NT Dppart-r'ent of Righer
Education

. a b c =
DGY (1-3) # NJ Pasidants % NJ Rasidants % 4 in Residaents Pav Wwaicat {cXd)

o))
m

Proxy = sun of column e for each of five vears, plus 1.
3. FICA

Scurce - U.S. Sccial Security Adm_nxsc:at.on, Lator Froxy

Droxy = .95 (Arstastiapor-1) | .05(arateXabase-l} + 1

4. Torkers! Corpensatica
Source - NJ Corpensation & Inspection Bureau, Code $045, Bosoitz
Proxy - 4 in rale X & Labwor

L’{

S. Unemplovient Insurance
Source - NJ Derartment of Labor
Prcxy = ﬂ(ara:ex:.:asexﬂ_a_:o}m) + J3(aratexabase—1) QJ.)

6. D& sabi;ity Insurance
Source - NJ Degartment of lakor
rroxy = l(A:ataxAbasex_l,cor—’) + .9(4'ac=Xa~ase-l) -1

7. Medical lnsurance
Source - New Jersey Hospital Associaticn
Blue Cross/Blue Shield — average premiim per life coverecd_
Major Medical - average prenium per life covered
Proxy = .9(ABlue Cress/3lue Shieid) + ,l(aMajor Medical)

€. Life Insurance
Scurce - New Jersey Hospital Associaticn
Proxy = % change in average premium per life covered

9. Pensions
Same as Labor

1G. Other Policy Frirges
Same as Labor

Qﬂ\%\l\\.

* A = change ‘ @‘S

, } 9
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Raw Food : )
US-BLS - Producer Price Index - Table 8, Processed Food
US~-BL3 - Conaumer Price Index - Table 9, Focd ab lome

Proxy = .5(4afood at home) + .5 (aProcessed Food)

Other Dietary

Source - Producer Price Index, Table 6
Scap (0671), Unsuppurted Plastic (0722), Tablewars (1261)

Proxy = .37(4Scap) + .16 (aUnsupported Plastic) + .47 (dTableware)
OfZice Supplies )

Source - Producer zrice Index, 'Table 6
Oflice Surplies and Xccescsories (0915.06)
raper, Unwatermarxed Bond £4 (0913,0121.99)

proxy = .33(40ffice surrlies) + .57(4faper) ‘

Ecusekeeping Surplies . '

Scurce -~ Producer Price Index, Table € «©
Saniitary pager (0915.01), Lns supcorted Plastic (0722), 50ep a2
Syrithetic Detergent (0671)

JProxy = JJd{dSanitary Paper) + .3(aix .sacpo**ed Plagtic) + .4(4scar)

Laurdry & Linen

Scurce ~ Froducer Price Index, Table €, Scap & Synthetic Detarzent (C871)
: Cornsumer Prize Incex, Takle _l Xousehoid Linens

Frexy = .6(eScap) + .4(4Linens)

Jrucs
Scurce - Froducer Price Index, Tanle €
Ethical (Prescripticn) Drugs (0635)
:rC“rletary (Cver—tba-«,cunte*) Drugs (0€3€)
Prcky = .7(aEthical Drucs) + .3(aProorietary Drugs

Lan Sucelies
Source -~ Preducer Price Index, Table €

Incustrial Chemicals (Q8l). Glass Cont2iners (138)
froxy = .4 (eGlass) + .6 (aChemicals)

8

Radiology Sucplies

Scuzce - Froducer Price Index, Table 6
Frotographic Suzplies (1542)

Froxy = rpercent change in Photographic sucolies

Medizal & Surgical Suctlies

Scurce -~ Consumer Price Index, Takhle 11, ten-Prescriztion Medical Equimment
& Supplier

Prexy = rvercent charge in index

Rerair & Maintenance Sucplies
Scurze ~ Consumer Prize Index, Table 11, Maintenance & Repair Commdities

Proxy = percent charse in index \-
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Recair & Mzintenance Services
Scuren — Concurer Price Index, Tabla 11, Maintenance & mepaliz Services

-

Prexy = percent change in index

Centracted Laundry & Liren

wrce — Consumer Prics Tﬁdex, Tebls 11
‘ Laundry & Dry Cleaning cther than Coin—<cperated, Housenoid Linens
Proxy = .8(dLaundry & Dry Clean: inc) + .ZLinens)

Maloractice Insurance
Tc ce reccorciled to 2ctual for 1985 and 1986
1987 Lc be determined

In the past, prexy has been c*range in the cammunity rate cf the Zealth Care

Insurance ExXcliange (¥CII)

Utilitles - Electricicy

Scurce - Producer Price Irndex, Tablie 6 :
Electricizy, S00kw demand, Mid-aclantic ragica (0543-1204.01)

Froxy = percent change in index :

lities - Gas .

-ce - Agerican Gas Asscciaticn - Frice of gas © Irdustrial isers,
Mid-atlantic Region

oXy = percentace change in incex

b
-

Ve
U

6 &

"t
'y

ez - QOil

- U.S. Deparctent of mergy, retrol
Drice of Trel Cil 22 ko Comerliz
Srice of el Cl1 4 to =2 Users

Proxy = .3{aTuel Qil £2) + .5(aPfuel Oil 2

el Markezing Menzhiv
L/l .SCI“JC-\.’T:J. Jdsers in NO
PAD District I

[Spigs S

]
)
(1

~ consumer Frice Index, Tasla 11, Water and Sewace Mainta o
Trexy = cercenk change in index

.
i
(

Major Moveatle Ecuizment, Bad, & Nursing
Scurce - Marshell and Swift, Hosoissl Eoul
Froxy = percentage chance index

-t

"t
i
,J
{y
)
"
by
Pl
Q.
0
b

Major Movezble Equizment — General Servica
Scurce - Producer Price Index, Tadle 6

ATTACHMEIT

<19 ¢

113 - Metal Work Mechinery

1134 - Indusirial) Preocess Furnace

1l3s - Abrasgive Products

ligl - Food Production Machinery

124.02 - Laurcdry Eculmment
The first step is <o edjust the Metal kiczk Machinery (112} Index to subtract
cut the effacts of Tndustrial Process furnace (2 _sr‘.) a~d Abresive Troducts
(L13b). Ar adiusted index is calculated for both the rate year ard the crics
vear, using annual (or 6—month) averages. fne foro qla for this =djustment 1
1. 1 o 13 2
113 — (1134 S¥2L35 0 4536 ”7—35] tvlld, )

rvll3 rv>l3 —vH ~—w 1134-rv1i3s

The "rvy" refers to the relative imscriarce oI the 1ncex, wnizch is Dukblished
in trhe a~ntal supolament. The annual averace is plugced In 0 the plece in e

formula containing the index aumber.
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33,

L -/59
Proxy = .3116(afood production machines) + ,2352 (alaurcry ecuicment) +
.352¢ (4adjusted metal work)

Major Moveable Equipment - Business Services
Source —~ Prcducer Price Index, Takle 6
Commercial Furniture (122), CEficz & Store Machiner y (1193), Coin
Ccerated Verding Ecuirmensz (.193 06)
Thie time, the Office and Store Machi nery Index is adjusted o subtract cus
the effects of Coin Ogerated Vending Eguirment.

Tor caca Year:
1 r S
118323 —DEB (1193.06 wtgg.osﬂ T3 cv1103.26

Proxy = T.6(1193 adj) + .4(122)-

Major Moveable Fguimment - Diagncstic & Therapeutic
Sce &3 Ded & Nursing
Scurce —.Marshall g Swift, Fospital Bcuipment Cost Irdex

Cther. Services

Source — consumer Price Incdex, Table 7
Services Less Rent of Shelter (SLR)
Medical Care Szzvices (MCS) °

i

The -ndex Lo services Less Reat is edjusted to subtrach oul She efiscss of
Medical Care Services. Because the two irdices ara on dl::eraq- tace vears,
the percsht change rachar than the index value.ls used.

uu

5 = 1) o e TVSLRTT | rvSIR
Iy :Cx‘! ’ 4 SL¥ f-’JZ"" FV“CS) (zvcr :_r‘*ﬁs)
lat*ve values (rv) are rnublished in the January iszve ¢f Sme Carscrer

re
ice Index Detailed Feccre.
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METHODoLOGY s 1N AD [ATER YEARS
ATTACHMENT Y.,
TI-169, 5

1992 PRCJECTED AND FINAL

BEOoNIC FACTCR

Labor - DRI Projecticn from 3rd Q. 1991 Report fox Neodeast - 5.7%.
Nota: Thim table has been drooped from &t Q. 1361 Fapert
forward. m.malmof57%cverﬂaticr.alk_=of584wres
tbeNa*ional:JofSS%e.lsoﬂeldsS?’s

pacidants - For Projected 162-'63 Salaries, five year averacss wers

uses.
Frelin. Frojected
Fesgidents t91~'92 162~-'93 e

Jac :
1 29,369 30,74l .04672

2 31,177 32,580 .C43C0

3 32,602 34,330 LC440L

4 34,887 36,492 .CL80L

5 36,224 37,801 .04382

Nurbex New Cersey Resicents

'91-'52 BGY
1.0 792 21071 % .04872 = .Cl432
2. 73 27579 x L045C = .01241
3. 843 25225 % .CA401 = .0L110
4. 328 12863 x .04601 = .00552
5. 8 .03255 x .04353 = .00142
2,549 100000 .04337 ~ .C434

FICA - Same as lakor - 5.7%.

7%,

n

Workers Campensaticn - Seme as Laber -
Unenpleyrent insurence - the basa ircreased o $13,300 Zor 1992 frTnm

814,400 £o= 1951,
Proxy = 13,300/14,400 = 1.0€235.
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6. Disebility Insurancs - U8 bese irrrpesed to 615,200 2T 1662 /=
‘ 314,400 £ 1991.
Proxy = 15,300/14,&Q = 1.062S.

7. Medical Insurmrcs - Proxy = 1.20, estimate besed cn verious SUTES.

8. Life Insurarcs - SXE &8 Laher - 5.7%.

’

S. Ot‘he.rPolicyF:"_vga-Safeesw-S.%.

10. Pensi.cr:s-Swacch.A,.—Sﬁ%
5 Year Averzce
11. = Offics Supplies 1551 1992 s "
vel 0915.06 122.2 125.7 1.0226
12, fFood - DRI e Q., 1661 - Table L - 2.9 5
5 YemT Aversoe
i3, Housekeening Suzpllies 1851 1662 =
0918 Senitecy P2rex 137.5 144.3 .04345
Q722 Plescic 1Z21.7 125.4 .Q03C40
0671 Sceo 1189 121.3 c2018
Prexy = .3 (& Z2pex) + .3 (° slastic) + .4 (= So2p)
'3 (.Ca045) « .3 (.03040) + .4 (.02016)
01484 + .0Q0812 + .0C8C8 = .03204
Py - 1.0320
5 Vear Averace -
14. Laurdry and Liren Sipplies 1591 1992 <
PP 0671 Scep 118.9 121.3 02015
CPI Textils E.T. 120.4 123.3 02455
Proxy = .6 (° Scep) + L4 (e Textile)
.6 (.02019) + .4 (.02429)
.01211 + .00864 = 02175

Proxy = 1.0218

wor g

“'J_m-,‘,__‘, @\ 3 _
Supers ;

)

wies by,

iNew -
———————
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